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I. CALL TO ORDER AND OPENING REMARKS
 
Chairman Smith called the meeting to order at 9:46 a.m. and asked the secretary 
to call the roll.  All members were present. 
 
Chairman Smith welcomed committee members and guests attending the 
meeting in Carson City and Las Vegas and listening or viewing via the Internet.  
She suggested calling the A.C.R. 10 Committee the A.C.R. 10-05 Committee 



since there was an older A.C.R. 10 Committee that still met.  Ms. Smith 
introduced the LCB staff and thanked them for the many hours they had already 
committed to make the first meeting and subsequent work successful. 
Chairman Smith mentioned that LCB staff in Carson City would be conducting 
emergency drills and training exercises during the day, and if anybody saw 
security personnel rushing around, they should not be distracted or concerned, 
as it was only a test. 
 
Chairman Smith remarked that the members had a big job before them.  She 
was sure everyone on the committee and in the audience believed in the power 
of education and wanted to make the best decisions possible to ensure an 
adequate education for students in Nevada.  She believed that studying the 
school finance adequacy in the state was the responsible thing to do, but also 
knew it would present many challenges for the committee.  After meeting with 
and talking to several people around the country who focused on school finance 
and adequacy issues, Chairman Smith was pleased with the information being 
presented and the agenda that the committee had before it. 
 
Chairman Smith said there were no clear-cut paths in doing an adequacy study, 
and there would surely be people who expected something that may or may not 
happen.  The language in A.C.R. 10 was very encompassing and yet very 
specific.  She told the members that they would hear that adequacy studies 
generally provided an understanding of what an adequate education would cost 
and assisted policymakers in developing a new funding distribution system.  She 
went on to say that an adequacy study generally did not recommend changes to 
the state’s revenue system, help determine how to best spend educational 
dollars or study items such as transportation and capital construction, which were 
mentioned in A.C.R. 10.  Chairman Smith felt that in doing the adequacy study, 
the members would have the opportunity to think out of the box and study those 
items they believed would provide the best and most appropriate information. 
 
Chairman Smith said it was her desire for the committee to work in an open and 
diligent process.  She anticipated six or seven meetings would be required, and 
that while the consultant was working on the commissioned study, the committee 
would meet to discuss items in A.C.R. 10 that might not be studied by the 
consultant.  Ms. Smith anticipated the meetings to be long and asked the 
members to plan their schedules accordingly.  After the committee selected a 
consultant and saw what Nevada’s study would look like, agenda items could be 
determined.  She stated she would welcome input from members and 
participants.  Chairman Smith looked forward to working with the committee and 
participants from the public and education community.  It would be a learning 
experience for all of them, and she believed the study would be as important as 
anything that had been done in the state, with long-lasting effects. 
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II. OVERVIEW OF A.C.R. 10
 
Assemblyman Perkins stated that A.C.R. 10 was a resolution that he brought 
forward to the last Legislative Session.  He said it was born out of a number of 
discussions during the Interim Education Committee between the 2003 and 2005 
Legislative Sessions.  It was well understood that Nevada had an extraordinary 
plan of school finance that had withstood scrutiny from a number of places.   That 
plan was the Nevada Plan for equity in education.   
 
Around the country, in recent years adequacy had been one of the major 
concerns.  Assemblyman Perkins mentioned that as a new set of standards was 
created, an adequate funding level for students to meet those standards was not 
created.  He stated there was a constitutional obligation to provide for the 
common schools as Article 11 of the Nevada Constitution dictated.  All of those 
things put A.C.R. 10 together for the last session, and, as it was approved gave 
this committee its charge to move forward.  Assemblyman Perkins said he 
appreciated all the efforts that everybody had already put in and looked forward 
to the discussion over the next few months. 
 
Bob Atkinson, Senior Program Analyst, Fiscal Analysis Division, reviewed the 
content of the bill by highlighting the following:  “It is essential for this State to 
ensure that it provides all children who reside in this State with the tools to be 
successful, including the opportunity for a meaningful public education with 
adequate educational opportunities.”  The legislation directed the committee to 
“enter into a contract with a qualified, independent, nationally recognized 
consultant to assist the committee in its study.” 
 
Mr. Atkinson said the study was specifically directed to include an analysis of the 
Nevada Plan for School Finance to determine whether that plan provided an 
opportunity for a meaningful public education with adequate educational 
opportunities, including identification of any inadequacies or inequities; a 
comprehensive analysis of the costs of providing adequate educational 
opportunities for all pupils; and the resources and services that may be needed 
for students in special populations: limited English proficient, people who were at 
risk, and pupils enrolled in special education programs.  Mr. Atkinson stated that 
in this case, the legislation defined “at risk” based on the free and reduced lunch 
criteria.   
 
Mr. Atkinson stated the resolution also required the study to include “the 
implications of the size and location of public schools in this State,” including the 
difference in the expenses incurred for personnel, supplies and equipment based 
on the geography.  In addition, the study will examine “The costs of providing 
comparable educational opportunities in rural and remote portions of the State 
with those that are offered in the larger urban areas of the State,” including the 
differences in operating costs and transportation costs.  Most of the experts staff 
had talked to in relation to adequacy studies related that transportation costs 
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were generally not included in the sort of things that the adequacy experts looked 
at.  Generally, that would be a logistics company.  Mr. Atkinson said there might 
be some discussion as to how the committee would approach that position of the 
study. 
 
Mr. Atkinson went on to highlight more of the resolution:  “The costs of providing 
specific educational programs, including career, technical and vocational 
education,” and “the costs for construction, operation and maintenance of school 
buildings and other capital facilities in the school districts.”  He said staff was told 
by the experts that this was something that was typically done by engineers and 
architects, not the people who did adequacy studies.  He thought that might be 
something the members needed to look at on the side.  The costs of inflation 
were the same kind of thing.  The people who looked at adequacy were going to 
look at the same inflation indicators that economists everywhere would, so that 
would not become a central focus of this study.  The legislation also allowed the 
committee to study any other factors the committee might consider to be 
pertinent to the study. 
 
The very last paragraph on page 2 of the resolution stated “…an analysis of the 
best practice carried out in other states in an effort to achieve adequacy.”  
Mr. Atkinson had met with Michael Griffith from the Education Commission of the 
States, who questioned what the committee was looking for in this regard.  In 
Mr. Griffith’s opinion, in an adequacy study, members would learn the cost of 
what met the definition of adequate as defined by the committee.  The best 
practice of achieving this would be to raise the revenue needed to fund these 
costs.  Mr. Atkinson said it did not mention the best practices in providing 
education to achieve the adequacies.  The members would need to look at some 
of that language as they went along. 
 
Mr. Atkinson explained that based on that study, the contractor would assist with 
recommendations for legislation and recommendations for methods to correct 
any identified inadequacies or inequities in the Nevada Plan.   
 
In defining adequate educational opportunities, Mr. Atkinson referred to page 3 of 
the resolution that stated, “adequate educational opportunities means the 
provision of educational opportunities under a system of public education that 
includes operational and educational programs, services and facilities that are in 
full compliance with the applicable statutes and regulations of this State and the 
Federal Government and with any applicable accreditation standards.“ 
 
III. PRESENTATION ON SCHOOL FINANCE ADEQUACY STUDIES
 
Chairman Smith introduced David Shreve of the National Conference of State 
Legislatures (NCSL).  Prior to this meeting, Ms. Smith and staff had met with 
Michael Griffith from the Education Commission of the States (ECS), and she 
personally met with Mr. Shreve when she was in Washington, D.C. for an ECS 
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meeting.  They discussed adequacy issues and the presentation he would make 
today.   
 
Mr. Shreve said he had been with NCSL since 1987 and had worked on 
education and related issues since then, never specifically full time on education 
finance, but it was something he had dabbled in and spent part of his time doing 
since the early 90s when it became such a hot issue around the country. 
 
Mr. Shreve explained that he had a long PowerPoint presentation (Exhibit C).  A 
lot of it had to do with history and there was a broad perspective on school 
finance nationally.  His presentation would get into specifics and hopefully give 
some guidance on what the members would undertake as they considered an 
adequacy study for the school financing system in Nevada. 
 
(The meeting was recessed at 10:00 a.m. for a fire drill and resumed at 
10:23 a.m.) 
 
Mr. Shreve read the following extract from a publication issued in 1973 by the 
National Governor’s Conference and the National Legislative Conference, which 
were the precursors to the National Governor’s Association and the National 
Conference of State Legislatures:  “The problem of school finance was placed 
squarely in the laps of the states when the U.S. Supreme Court said recently that 
it would not get involved.”  Mr. Shreve stated that before his organization existed, 
predecessors were already acknowledging that adequacy was a state issue, and 
the 30-odd years of action since then would be what he was going to focus on 
with his presentation. 
 
Mr. Shreve spoke about the money involved in the overall endeavor of school 
finance.  Currently, in excess of $450 billion a year was being spent on 
operations in K-12 education.  Added to that was another $50 billion spent on 
capital expenditures and debt service.  At $500 billion a year, if education were 
singular or monolithic, it would be the number one company on a 
Fortune 500 list, exceeding the revenues of Exxon, Mobile and Wal-Mart 
combined.  Over $7,500 a year was being spent on average per pupil on current 
operations, capital outlay and debt service.  In 2002, Nevada ranked number 
46 in those per-pupil expenditures.  It seemed like a lot of money, and it seemed 
like an overwhelming endeavor, but when the numbers were added up, it 
amounted to about $6 per student per hour that kids were in school. 
 
Mr. Shreve said there were about 50 million students in the K-12 system.  
Thirteen percent were being served under the Individuals with Disabilities 
Education Act (IDEA), and 37 percent were eligible for free and reduced lunch, 
which was sort of the proxy for economically disadvantaged kids.  There were 
approximately 91,000 public schools, more than 2,100 charter schools and 
27,500 private schools in the country.  According to Mr. Shreve, these numbers 
were a little old but had not changed much over the last 20 or 30 years. 
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Almost 15,000 school districts had an incredible variety amongst them.  The 
largest 1.6 percent of school districts in this country served 22 percent of the 
student population.  The smallest 22 percent of the school districts in the country 
served 1 percent of the student population.  Mr. Shreve said another way to look 
at it was that half of all school districts in the United States were smaller than the 
average high school of about 1,200 kids. 
 
Mr. Shreve then discussed personnel.  There were almost 3 million teachers, 
over 200,000 school and district administrators, over 500,000 instructional aids, 
and almost 300,000 administrative and student support personnel.  This 
amounted to more than one million individuals involved in non-instructional 
support staff in the system. 
 
Approximately 85 percent of the expenditures in K-12 were personnel 
expenditures; 61 percent went to instruction; 8 percent went to administration; 
10 percent for operation; and 21 percent for transportation, support, community 
services, summer school and adult education.  Mr. Shreve said there was a 
tremendous variation in the per-pupil expenditures across the states.  Nine states 
were at least 20 percent below the national average; seven were at least 
20 percent above; and some states spent 50 percent more than other states on a 
per-pupil basis.  These percentages did not take into account the cost of living, 
which could be significant depending on the state and the region within the state. 
 
On average, state funding accounted for approximately 48 percent of total 
funding on a state-by-state basis.  In Nevada, the state accounted for more than 
60 percent of funding.  Nationally, the money came from General Fund revenue 
at the state level, from sales taxes and state income taxes, and amounted to 
25 to 40 percent of an average state’s General Fund budget.  In every state, it 
was the single largest item in the General Fund budget, although some states 
were being pressed by Medicaid as those expenditures rose.  Mr. Shreve once 
again mentioned the great variations seen in the states: there were13 states 
where the state funding was less than 40 percent of the General Fund budget 
and 14 states where state funding was greater than 60 percent.  Funding greater 
than 60 percent could be found in small rural states such as Idaho or Wyoming.  
This was due to the fact that funding was a bigger part of their budget because 
their total budget was smaller than those of their neighbors. 
 
Mr. Shreve went on to talk about local funding, which was about 45 percent of 
the total nationally.  In Nevada, it was approximately 32.9 percent.  Property tax 
was still the largest revenue source for localities.  Other local revenue sources 
were sales taxes, income taxes and fees.  One of the long-term trends seen in 
school finance was a growing interest in reducing the dependence on local 
property taxes.  For instance, in 1902, property taxes accounted for 82 percent of 
state and local tax collections.  In 2002, they accounted for only 29 percent of the 
state and local tax collections.  That number seemed to be going down further.  
In Nevada in 2002, property tax accounted for 64 percent of all local taxes, 
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ranking the state at 36 of the 50 states.  The U.S. average was 72 percent.  
There was action by the Nevada Legislature in 1981 to move the state funding 
from property taxes to sales taxes. 
 
David Shreve went over a 5-year graph of the states General Fund deficiencies 
before and after enactment of state budgets.  In FY 2002, with 43 states 
reporting, after the budgets were enacted there were shortfalls of $37 billion 
amongst the states.  Things got worse in FY 03 and FY 04, where shortfalls 
existed before budgets were enacted and worsened after enactment of the 
budgets.  The states reached a peak in 2004 when the state General Fund 
deficiencies were $83 billion for that year.  It was getting better, as those 
deficiencies were declining and the states were finally out of the worse fiscal 
crisis they had faced in over 50 years. 
 
Mr. Shreve spoke about the other source of education money, federal funding.  
He referred to the recent proclamations from Washington, Congress and the 
Administration that, as a result of No Child Left Behind (NCLB), there were 
historic increases in federal funding for K-12.  In actuality, federal funding 
increased from 7 percent of the national K-12 budget to 8 percent of the national 
K-12 budget.  In Nevada, federal funding accounted for 6 percent of the overall 
state funding for K-12. 
 
Of education funding from the federal government, Title I was the largest 
expenditure.  It currently amounted to $13 billion and was targeted for at-risk 
students.  The increases in federal funding due to No Child Left Behind had been 
about $10 billion overall in the federal K-12 budget, the denominator being the 
entire K-12 budget, which would make it $10 billion over $500 billion, a 2 percent 
increase in the national K-12 budget, which was significant.  Mr. Shreve said that 
what had been heard from their federal friends was that federal funding had been 
increased by 40 percent, but in generating those numbers, the $10 billion was 
being used as the numerator and the federal base of $25-30 billion was the 
denominator.  Mr. Shreve thought the only way to compare that was to the effect 
it made on the entire K-12 system.  The other large expenditure by the federal 
government was for IDEA grants, Part B grants to the states.  The federal 
government was now up to about $11 billion year, which was an incredible 
increase since 1996-97 when only $3 billion a year was being provided.  
However, the federal government was not close to full funding. 
 
Mr. Shreve then talked about the graph that accompanied the federal increases 
in Title I, No Child Left Behind and K-12.  He said it was important to note that 
the increases in the current year were almost insignificant.  Mr. Shreve said if he 
could guarantee insight into what the actual funding for FY 06 was going to be, it 
would be at zero or less than zero.  Cuts in federal funding for Title I, No Child 
Left Behind, and therefore all of K-12 funding, might be seen. 
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Mr. Shreve moved on to the next chart which detailed how federal money flowed 
to the states.  He said the method by which the federal money flowed to the 
states was incredibly complex.  States basically had five years to spend the 
money once it was appropriated.  The federal government used three different 
timelines to govern how states spent this money.  He discounted the argument 
that states were not spending their money, because federal education money 
was forward-funded and states spent the old money first, as it was the smart 
thing to do before they started spending current money that was coming into the 
pipeline. 
 
Getting back to the cost shifting and funding for IDEA, Mr. Shreve summarized 
that the federal government promised to pay the excess cost of special 
education, which was estimated to be 40 percent above the average per-pupil 
expenditure for a K-12 student.  He said only 18 percent was provided, which 
was less than half of what was promised, which was $11 billion.  The cost of 
educating special education students was almost twice that of average pupils.  
The cost figures should be more like 95 or 96 percent, which was about twice the 
original 40 percent estimate.  Where did that deficit fall in the pecking order of 
federal, state and local funding?  It almost always hit hardest at local levels, but it 
hit states very hard as well.  Mr. Shreve stated that in the long term, states and 
localities would be shouldering a $25 billion a year unfunded mandate for special 
education from the federal government, making school finance difficult for 
everybody.   
 
Mr. Shreve gave one example of cost shifting from the federal government and 
No Child Left Behind.  The Government Accounting Office (GAO) ran a study to 
see what testing was actually costing states.  What the GAO found was if states 
were to advance to state-of-the-art testing and do very sophisticated testing, it 
was going to cost states $2.6 billion above what had been appropriated.  If states 
continued to do what they were currently doing, it was still going to cost them 
$1.2 billion that the federal government had not appropriated.  Mr. Shreve said if 
states were to go back to doing very simple, straightforward machine-scored 
bubble tests, there would be more than enough federal money.  Unfortunately, he 
added, the federal government did not realize that states did not want to go back 
to doing just the simple machine-scored bubble tests, and most states did not do 
that now.  There was a deficit just with the testing requirement of No Child Left 
Behind. 
 
A NCSL task force looked at the spending on NCLB and found that most states 
had been spending about 2 percent of their aggregate state education budgets to 
implement No Child Left Behind, which went back to the 2 percent overall 
aggregate increase seen in federal funding.  The task force determined that the 
cost of complying with No Child Left Behind, just with the requirements of the 
administration of tests and crunching data and doing interventions was probably 
met by the increase in federal money received.  Unfortunately, that did not leave 
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any money for proficiency.  There was no money left over for remediation when it 
was spent on compliance and administration. 
 
Mr. Shreve said the other issue that came up when doing the task force report on 
NCLB was that when proficiency was set at 100 percent, adequacy was actually 
being talked about.  He said when the two definitions were collapsed, proficiency 
and adequacy were almost indistinguishable from one another.  In some school 
finance lawsuits in the states, particularly in Kansas, the State Board of 
Education decided to change its definition of proficiency to dovetail with the 
federal definition of adequacy, making it difficult for states to avoid being sued for 
adequacy. 
 
Continuing, Mr. Shreve stated that adequacy estimates in the past had generally 
used 70-80 percent as a target for a state, but NCLB had set 100 percent as a 
target for state proficiency scores.  It was much harder to reach 100 percent than 
it was 70-80 percent.  In summary, what was found in the task force was that 
meeting the proficiency targets would require states to add 20-40 percent to 
existing K-12 budgets, an amount that could cost states hundreds of billions of 
dollars.  There was a downside to reaching proficiency and adequacy and 
serving kids in the promise that was made in No Child Left Behind. 
 
The task force members concluded that had public policy been intentionally 
designed to foster conditions for a cycle of adverse, legal and fiscal actions 
against the states, it would have been structured in this way.   
 
Mr. Shreve reviewed some of the statistics and how they had changed over the 
last three decades, beginning with K-12 as a percentage of the population during 
the 1970s, 1980s and 1990s.  The student population, as a percentage of the 
entire population, started at 22 percent and declined continuously until the 
current time of just over 16 percent.  This was important when studying school 
finance, because essentially this meant fewer people in the state had kids in the 
school system, making it difficult to sell anything to constituents. 
 
The other important figure was the special education population.  Since the 
1960s, there was an increase from 6 percent of the student population to 
11 percent of the population being identified as special education.  There was an 
obligation to serve those students, but serving them cost twice as much as it did 
to serve the average K-12 student.  There were enormous cost implications as 
well. 
 
Mr. Shreve then spoke about changes in revenues.  Per-pupil expenditures, 
adjusted to 1999-2000 dollars, went from $3,408 per pupil per year in the 
1960s and 1970s to $7,137 in the 1990s.  There had been tremendous increases 
in funding between 1979-80 and 1989-90, even with an adjustment for inflation.  
Mr. Shreve said these changes were the beginning of the standards base reform 
movement.  
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Referring to the revenue by sources at state, local and federal levels, the most 
significant line item was the state level.  The state level increased from 
39 percent in 1970 to 48 percent in 2000, and the local level decreased from 
52 percent in 1970 to 42 percent in 2000.  The federal level fluctuated and was 
now moving back up.  According to Mr. Shreve, a long-term trend had been that 
states picked up more of the tab and locals picked up less. 
 
Mr. Shreve stated that when looking at expenditures as a percentage of the 
income of people in the United States, it was easier to compare what was being 
done as far as spending.  There was a lot more consistency in the funding levels 
from the 1970s to 2000.  That figure was often used when doing international 
comparisons of how much a country put into its education system,  and it gave a 
different picture of how much money was being spent on K-12.  The number of 
staff per thousand students had increased dramatically.  Mr. Shreve believed 
most of those were administrators and sub-level teachers, such as support and 
paraprofessional staff, not mainline teachers.   
 
Looking at the average teacher salary adjusted for inflation, things had not 
changed much across those 30-40 years.  There was a big increase in the 
1980s and 1990s, but there had been some consistent results. 
 
Mr. Shreve explained that states provided about 50 percent of all of the funding 
for education and locals controlled education to a great extent.  He said it was 
important to note that case law indicated that even though states were providing 
more than 50 percent of education funding, in the eyes of the law, local money 
was state money and not to be considered differently, because the states created 
the locals and the locals’ ability to tax. 
 
If it was known where the money was coming from and where the money was 
going, one had to understand the distribution system of that money used for 
K-12 education.  According to Mr. Shreve, most of the money that went into 
K-12 education went directly to school districts, with only a very small portion of 
state funds going directly to schools, teachers or parents, and the districts were 
deciding how to spend it.  Most school districts in the country were independent 
and had the ability to collect tax revenues within the limitations set by their own 
states.  There were dependent school districts that obtained local support from 
another level of local government such as city or county.  Those tended to exist 
in the northeast part of the country and not in the west, midwest or the south.  
Maryland, Massachusetts and New Hampshire set school systems up by 
counties, and those school systems were dependent on the counties to raise 
money.  
 
States used formulas to distribute funding, and these formulas could be driven by 
multiple factors such as number of students, type of students (such as at-risk 
students or special education students), reimbursement of expenditures, or 
competitive grants that states used to drive money out to the districts.  Most of 
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the systems were very complex and made the subsequent distribution system 
very complex. 
 
Mr. Shreve said the states used education finance systems to accomplish other 
purposes, such as controlling local tax efforts, controlling district expenditures 
and directing how funds could be spent.  The most common state education 
finance system was a foundation program, which the vast majority of the states 
used.  Mr. Shreve stated that Nevada used this program on a modified basis.  
The foundation program was adopted by the Legislature in 1967 and had made 
changes since that time. 
 
Mr. Shreve explained that foundation programs were created to equalize the 
districts’ ability to pay, to take account of all criticisms heard about property 
taxes, and to take the value of property and the tax effort into account when the 
state decided how much money would be spent on a per-pupil basis.  A 
foundation level was the minimum amount the state determined would be 
available to all students within the state given the mix of resources.  Foundation 
levels were initiated over 100 years ago and evolved considerably over the last 
100 years as it became clear that school districts varied considerably in their 
ability to finance schools because of their property tax base. 
 
A foundation program required each school district to levy a certain millage rate. 
The state would provide the difference between the generated local share and 
the foundation level.  Mr. Shreve gave an example of two districts in the same 
state:  The state had determined that the $5,000 per pupil was the foundation 
level.  District A had only $200 million worth of assessable property.  District B 
had $600 million worth of assessable property.  Both districts were using the 
same millage rate.  The state’s share changed according to the ability of the 
locality to bear the brunt of the tax base, which equalized the tax effort while 
accounting for the variety of property tax values in the state.  Just about every 
state formula could be described this way. 
 
Mr. Shreve went on to discuss variations within foundation programs.  Many 
states required a minimum percentage for participation while some states also 
set a limit on the maximum that a local could raise to add more to the pot.  Some 
states had recaptured local funding if the local-required effort was greater than 
the foundation level.  In other words, if a locality raised more than it had to 
according to the foundation formula, in some states the formula allowed the state 
to go to the locality, take that money and redistribute it around the state.  
Unfortunately, the redistribution was given the Robin Hood name and was not 
popular in a lot of places. 
 
Mr. Shreve explained there were a number of ways that states determined 
foundation levels.  Some states used pupil-teacher ratios, unit prices of per-pupil 
funding and salary levels of the personnel involved.  Some had used the actual 
spending of the local school districts as an indication of how much money was 
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required to educate a student.  Some states used inflation-related increases over 
a prior year’s level, taking as assumption that the prior level was okay and all 
they had to do was adjust it as they went along.  More importantly, most of the 
foundation levels had been determined by how much the Legislature was willing 
to raise and spend and how much the citizens of the state were willing to pay. 
 
Almost all of the original foundation formulas were based on the idea that they 
needed a certain amount of student time in their seats and almost never related 
to the achievement levels that students reached.  According to Mr. Shreve, 
foundation levels had changed considerably over the last three decades.  Many 
levels had been modified for special education circumstances, transportation 
issues, small schools and rural school districts.  Many modifications had 
ratcheted up the foundation levels for taking into account the needs of highly 
disadvantaged students, special needs populations or English language learners 
(ELL).   
 
Many changes were accomplished in whole or part through litigation challenging 
the equity of the state’s formula – a concept as simple as a plaintiff claiming that 
the state distribution was unconstitutional.  Basically, this was a definition of 
equity.  Equity said you took all of the money that was available in the system.  
The state’s role was to equalize that funding and keep the property tax burden 
equal on every district, again taking into account the property tax level.  
Mr. Shreve said that equity was about the availability of resources and divvying 
up those resources to make them available to every school district within the 
state on an equalized basis.  He liked to look at equity as more of a mathematical 
formula.  Equity was not determining what was needed, it was determining what 
was had and how best to distribute that money.  In essence, that was the plan 
being used in Nevada. 
 
Mr. Shreve continued by saying there were state constitutional provisions in 
every state that had prompted equity lawsuits where poor districts had come in 
and challenged the state to equalize funding.  In Nevada, the Legislature was 
required under the Constitution to provide a uniform system of common schools.  
Mr. Shreve stated there was a listing of all of the state constitutional provisions 
that existed in every state constitution regarding K-12 education, and they were 
very similar.  “Common, uniform, and efficient” was the language used in just 
about every state constitution in the country.  South Carolina took that language 
out when were trying to avoid desegregation back in the 60s, but Mr. Shreve 
believed it had been put back in. 
 
These court cases traditionally went to the state level.  Back in the early 1970s, 
one of the cases went to the federal courts and challenged those provisions that 
said the state had a role to provide equitable distribution and an equal formula for 
all students.  It was challenged in federal court, and in a very important case, San 
Antonio v. Rodriguez (1973), the Supreme Court of the United States said that 
the United States Constitution, since it had no mention of education in it, had no 
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responsibility to equalize funding or to insert itself into the funding systems of 
states. 
 
Mr. Shreve went on to say that during the 1980s the states won about eight of 
the ten major equity lawsuits that had been filed in the state courts.  Overall, 
states said the funding level and distribution system was a prerogative of the 
Legislature and could not be set by the courts.  Something changed to move the 
funding fight away from equity to adequacy, which set a standard and determined 
what resources were needed to reach that standard.  What changed was 
standards base reform.  All of a sudden, instead of measuring student 
expectations based on the number of hours they spent in class, a standard was 
set that changed from an input-oriented system to an output-oriented system.  
Proficiency of student performance was measured against a standard that the 
state had set.  Mr. Shreve said the fortunes of plaintiffs in the court system 
changed, and the roles between plaintiffs and the defendants shifted. 
 
In 1989, in a landmark case in Kentucky called the Rose case (Rose v. Council 
for Better Education, 790 S.W.2d 186, 1989) there was a challenge to the state 
constitution and the state courts that said if a standard was set and only 60 or 
70 percent of the students met that standard, the state had an obligation to make 
the difference up and provide whatever resources were needed to reach the 
standard that was set by the state. 
 
Mr. Shreve stated that not only did Rose make a lot of differences in Kentucky, 
but as a result of Rose and “Rose-like” cases since then, plaintiffs had won about 
two-thirds of their cases under adequacy challenges since 1989, or 23 of 
27 cases.  Adequacy was the major issue.   
 
Senator Beers asked Mr. Shreve if he had any data on the improvements seen in 
Kentucky in composite SAT scores since 1989.  Mr. Shreve did not.  He 
suggested the members could ask that question of potential contractors, as the 
contractors followed the data more closely.  Chairman Smith said staff could 
research that issue for the next meeting. 
 
According to Mr. Shreve, courts said the inequities were legal as long as they 
were within certain limitations, but those limitations had not been quantified.  
What seemed to be more important was that the courts appeared less open to 
the argument that education funding was the prerogative of the Legislature, 
particularly because the Legislature and other government structures in the state 
had codified expectations of student performance.  He went on to say that he 
could not emphasize that statement too much.  A standard was being set that 
was either in law, statute, regulations or in the situation that had been set up 
within the K-12 system that essentially codified the expectations of the state 
regarding student performance.  There was now a standard against which 
student performance could be measured. 
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In the future, adequacy would continue to be a major issue.  States were trying to 
provide a rationale for foundation levels.  Mr. Shreve stated that in North 
Carolina, pre-kindergarten funding was considered by the court as a remedy for 
some of the inequities and the achievement gap between poor and wealthy 
students.  In some states, there had been decisions that added capital 
expenditures to the mix and made the state responsible for equalizing capital 
expenditures.  There was also the impact of federal law. 
 
Mr. Shreve discussed the AYP (adequate yearly progress) net, which was the 
federal standard estimated to catch between 60 and 80 percent of the schools in 
failing status, because AYP was designed to over-identify failure.  Under the 
federal law, if the school had failed to make one area out of the 30-plus it was 
measured under, it was a failing school.  These were just a couple of examples 
of states’ projections about their AYP performance.  In Minnesota, by the year 
2014, over 80 percent of the schools would be failing AYP.  By that same year in 
California, over 99 percent of the schools would be failing to make AYP.  There 
was a problem with a federal standard of proficiency and a federal failure rate.  
Mr. Shreve said states could be put in a situation where they could actually see 
the dynamics change if someone decided to sue in federal court.  There was a 
federal definition of what proficiency was, as well as Nevada’s definition of what 
proficiency was, contributing to the whole adequacy argument. 
 
Assemblyman Perkins thought that states could get into the situation of being 
sued over adequacy if they had set their own standards and did not appear to 
provide the resources to achieve those standards.  If states were not making the 
federal standards, and it was not the state setting those standards, 
Assemblyman Perkins asked if the federal government would become exposed 
for the liability, particularly when states could make a good argument that the 
federal government was not fully funding the expectations it placed on the states.   
 
Mr. Shreve responded with an excerpt from the task force report on No Child Left 
Behind:  “The establishment of a federal/state partnership in NCLB defining 
proficient creates, in the eyes of some, a proxy for adequacy and an admirable 
but absolutely unattainable level.  The task force was concerned that NCLB could 
embolden the advocate to see school finance court challenges as the answer to 
the social disparities that underscored much of the achievement gap.”   
 
Mr. Shreve went on to say that underlining that argument was the fact that the 
NCSL had fought in the discussions with the task force on No Child Left Behind. 
Now that there was a federal definition of proficiency, a successful federal case 
about funding inadequacy might be seen.  He thought that was the essence of 
Assemblyman Perkins’ question.  Mr. Shreve thought the follow-up question 
would be, “Does that mean you sue in federal courts trying to get state remedy, 
or do you sue in federal courts trying to get federal remedy?”  Mr. Shreve felt that 
was the $64 billion question. 
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Chairman Smith interjected that she thought standards were being used in a 
couple of ways, because with NCLB standards being used, it was the federal 
government’s accountability piece and proficiency levels that were interchanged 
with standards.  There were still state standards, but federal rules had to be 
complied with.  Chairman Smith asked Mr. Shreve if that was correct.   
 
Mr. Shreve agreed and said a dual system had been set up.  In some states it 
was worse than others, because the accountability system was set up on a 
gradated level.  In Florida, schools were graded on an A-B-C-D-E level and 
Florida had kept that dual system in its schools.  But schools were also graded 
according to the federal AYP requirements.  This was a very unusual 
combination.  Last year, the Governor of Florida gave checks of $50,000 and 
$100,000 to schools that got an A or B on the Florida Sunshine Standards and 
failed under the federal AYP standards.  That was just the surface of the 
problem.  There could be legal and fiscal consequences for a long time.  
 
Mr. Shreve then discussed linking finance to accountability.  The standards base 
approach implicitly assumed that schools and school districts needed to have a 
reasonable amount of resources to achieve desired results.  People who 
performed adequacy studies and made adequacy recommendations were not 
going to say that there was a linear relationship between how much money had 
been put in and how much student performance came out.  What they said was 
that there was a relationship between resources and performance.  Nobody knew 
if it was linear, geometric or exponential.  There was some relationship based on 
the assumptions that were made. 
 
One of the other issues that school finance needed to address was the issue of 
teacher pay.  There was some research that indicated a link between teacher 
pay and student performance.  Overall, there was no direct relationship between 
the research about the education or experience level of teachers and the 
performance of their students.  The problem was that no alternative had been 
proposed in the last 15 years, unless it had been on a limited level, tying teacher 
pay to performance and linking that to accountability. 
 
Mr. Shreve noted one of the issues that should have been mentioned first was 
funding special education.  Nobody was sure of what needed factored in when 
figuring special education populations into the equation.  The same was true with 
funding at-risk pupils.  Mr. Shreve asked if an average per-pupil expenditure was 
1, did an at-risk student get a value of 1.5 in funding, or 1.4, or what?  
 
Paying for school facilities was an important issue and becoming more a part of 
school finance decisions and adequacy lawsuits.  Charter schools had enormous 
issues associated with start-up costs and administrative costs, which were 
generally not included in school finance budgets when funding charter schools. 
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When was a school finance system considered adequate?  Mr. Shreve referred 
to the definition by the Thornton Commission that was done in Maryland a couple 
of years ago:  “…schools are being adequately funded when the amount of 
funding provided is sufficient to allow students, schools and school systems to 
meet prescribed state performance standards.” 
 
When getting into an adequacy case, and there were many reasons why states 
did, there were four models that most contractors proposed to use when 
responding to the request for information:  The successful schools or districts 
model looked at the spending by schools that had met the state performance 
standards established by the state.  The professional judgment model used a 
panel of education experts (teachers, administrators, etcetera) to identify and 
brainstorm the resources needed to establish model schools that would be able 
to achieve state education goals.   
 
The other two models were not used often.  Statistical modeling was a series of 
regression analyses that started with student performance then tried to strip 
away statistical factors until there was a “black box” left.  It was unknown what 
was in the black box, but if things were added to the black box, needed funding 
would be received.  A lot of data was needed to accomplish this, and this model 
was used by many academics who responded to RFPs and did studies on school 
finance. 
 
Chairman Smith asked if the statistical model required a lot of detail on every 
student to make it accurate.  Mr. Shreve replied that it did. 
 
Mr. Shreve then discussed the comprehensive school reform/evidence-based 
model that was used by a lot of researchers.  He explained that a model school 
was used like those schools proposed in the New American Schools Project.  It 
had been used in New Jersey under the Abbott decision (Abbott v. Burke) and in 
Arkansas under the Lake View decision (Lake View v. Huckabee).  Sometimes 
the model was used as a support for the successful schools and professional 
judgment models, but it was rarely used on its own successfully. 
 
Mr. Shreve said an adequacy study was usually done to comply with a court 
ruling.  Two recent examples were the DeRolph case in Ohio (DeRolph v. State, 
1997) and the Campbell County case in Wyoming (Campbell County v. State, 
1995), which also considered capital expenditures.  The second reason for 
undertaking an adequacy study was to help align education finance systems with 
state accountability programs.  Instead of being reactive to a court case, studies 
were done to be proactive.  Situations had changed, and now there were 
standards instead of seat time requirements for student performance.  Another 
reason to undertake a study would be to reevaluate the state’s school finance 
system. 
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Some states used input measures when talking about calculating adequacy.  It 
was not as common as using output measures.  States used Carnegie Units, 
talked about opportunity to acquire postsecondary prerequisites, and talked 
about participation in advanced placement courses, which was probably not a 
good measure of all student performance but did certainly measure the college 
bound.   
 
Mr. Shreve said that more often than not, states talked about outcome measures 
when measuring for an adequate education.  States looked at state test scores, 
total scores, improvements in scores, group scores, closing the achievement 
gap, attendance rates and graduation or dropout rates. 
 
The Education Commission of the States (ECS), under Mike Griffith, did a review 
of eight state studies of adequacy and found the following:  All eight states’ 
studies recommended increases in education spending to achieve adequacy, 
which was no surprise as most adequacy studies recommended adding money 
to the K-12 system.  The base cost and total cost figures ranged greatly in each 
study.  Mr. Shreve recommended when states conducted adequacy studies, they 
require that two different methods be used to do the adequacy study and then 
the two of those be compared against one another to get an idea of what 
average increase might be required. 
 
Maryland was in a unique circumstance, as it did an adequacy study that was not 
in reaction to anything and was very similar to what Nevada was doing, as 
Nevada was proactive in taking into account what was needed to meet the 
standards that had been set.  In Maryland, this was called the Thornton 
Commission, named after the chairman of the commission.  Maryland decided it 
would use both the successful schools approach and the professional judgment 
approach.  An outside advocacy group was also doing its own professional 
judgment study.  The Maryland Legislative Services Department did a study and 
compared the results of the two base numbers by the contractors.  The 
department found that student activity costs were fully included in the 
professional judgment approach while most of the costs would be covered by 
fees in the successful schools, and the professional judgment approach included 
full-day kindergarten while the successful schools approach might not.  In 
Maryland, they did not require kindergarten.  It was a local option.  In 2002 as the 
state adjusted the two numbers, professional judgment and successful schools, 
the state determined it would start to use $5,443 per pupil as the base figure for 
an adequate funding system. 
 
Mr. Shreve said the adequacy study could potentially become a contentious 
issue for a long time in Nevada in discussions of what an adequacy study was, 
looking at and interpreting results, and trying to implement any changes that 
might be done in the school finance system.  He went on to discuss what to 
expect and what not to expect from an adequacy study. 
 

 17



Generally, an adequacy study would align funding with academic or output-based 
proficiency expectations and provide updated formulas for factors to use for 
students with disabilities, English language learners and at-risk students.  An 
adequacy study might protect the state from a costly, time-consuming and 
diverting court challenge.  Mr. Shreve discussed the DeRolph case in Ohio.  The 
case set a precedent and ended up being negotiated between the courts and the 
state government.  An adequacy study could clearly reinforce the state’s 
expectations for student, school and district performance.  Mr. Shreve said he 
used the word “expectations” carefully, because expectations had been changed, 
but not necessarily behavior.  He went on to say that an adequacy study would 
probably result in increased funding for education, since most finance systems 
were very far removed from the realities of the higher standards that had been 
set in standards-based reform efforts.  Finance systems had trailed behind 
reform efforts, and an adequacy study might rectify the time lag between school 
finance formula and school reform efforts. 
 
Chairman Smith referred to a slide presented by Mr. Shreve that basically said, 
“We don’t really use reality when we are looking at our education budget.  We 
end up with a number at the end of the day, and based on ratios and seat time, 
we come up with what we can spend and then we allocate it accordingly.”  This 
was a different realm of looking at what was truly needed to adequately educate 
students versus just taking a number and distributing it from there.  
 
Mr. Shreve responded that the best way to describe how most states decided 
how much money they were going to appropriate for education was to determine 
how much money was left, or how much was available.  It was a logical process 
when using input measures for evaluating the efficiency of the system.  When 
shifting from input measures to standards base reform with output measures, 
states had been given the first opportunity to tie resources to performance.  
Adequacy was tying resource allocation to performance standards set up in 
states. 
 
Mr. Shreve went on to discuss what an adequacy study would not accomplish, or 
would not necessarily accomplish, depending on how it was done.  An adequacy 
study would not necessarily tighten the state’s hold on district schools and 
teachers in the sense of increasing state control.  Hands were not tied, because 
a good adequacy study would say, “Here are the resources it has been estimated 
you need.”  A good implementation of an adequacy study would not say, “This is 
how you use these resources.”  The assumption was that the local districts and 
the local schools knew best how to use resources, and the state’s role was to 
provide resources that were adequate to reach the goals that had been set. 
 
Just as importantly, an adequacy study was neither a road map nor a substitute 
for identifying effective measures for improving student performance.  If a formula 
was changed to the best adequacy system in the country, it would still not tell you 
what techniques should be used to teach kids.  States might already know what 
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needed to be done.  States might need class size reduction in early schools, 
pre-K programs for at-risk children, after school enrichment programs for 
structurally underperforming or summer school programs.  Those needs would 
not be covered under an adequacy study.  An adequacy study would not tie 
school personnel to a prescriptive and rigid teaching strategy.  The study would 
not change strategy; it would just change the funding system for distribution.   
 
Mr. Shreve said an adequacy study might not address some issues such as 
capital costs, transportation and differential costs for urban/rural districts, which 
was a big issue, unless those things were specifically asked for in a request for 
proposal (RFP).  Nevada might want to consider some of those issues depending 
on the special circumstances of the state and the districts in the state, because 
transportation and capital were huge issues in some districts in Nevada; the RFP 
would need to include those issues. 
 
Mr. Shreve explained that he had only tried to provide an overview and a 
historical perspective.  The most important thing to remember was that the equity 
and adequacy movement were one of the two or three most important issues in 
education reform.  He would put standards-based reform and government 
structures above adequacy, because they were important, but standards base 
reform had set the stage for Nevada to consider how to allocate resources and 
distribute money to districts and schools within the state. 
 
Chairman Smith remarked that when she looked at adequacy studies that had 
been done in other states, it seemed that earlier on states used one type of 
model.  Now there were more studies using multiple methods.  Mr. Shreve 
responded that he was not sure when that began, but a few years ago his 
organization had worked with one of the major school finance groups in the 
country in Kansas, which had a long history of litigation regarding school finance.  
That was the first time he was aware that two different models were used to 
generate a new figure for adequacy, and it was being done more and more.  
Multiple methods had been used in Arkansas in the Lake View decision two 
years ago.  It gave a range and did not tie the study to one number, permitting 
discussion about the expectations of each formula.  Mr. Shreve felt it was a good 
way to go.  It would probably cost more, but spending a couple hundred 
thousand dollars versus spending a couple billion dollars on a regular basis on a 
school system was probably well worth the investment. 
 
Senator Schneider asked what caused the increase in special education over the 
last three decades.  He asked if more special education students were being 
identified or if there was something causing more special education students.  
Mr. Shreve said there were two factors, and their interaction was so intense it 
was hard to distinguish one from the other.  In some instances, special education 
had become a place where difficult students were placed.  Teachers and 
administrators realized that sometimes problem students could be taken care of 
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by placing them in special education.  Mr. Shreve did not think the practice was 
consistent or something that people talked about a lot.   
 
He went on to say that many problem behaviors and problem learning issues had 
been consistently identified as problems that had to be dealt with in special 
circumstances.  In other words, the extent of learning disabilities was not known 
when the first special education law was passed.  The law focused more on 
physical and cognitive disabilities than on learning disabilities.  A whole class of 
learning disabilities contributed greatly to the increase in special education.   
 
Because of the formulas that some states used, there was no cap on the number 
of special education students that could be identified in a district.  Some states 
used a reimbursable formula, and by identifying more special education students, 
the district would receive more money from the state and federal government.   
 
Senator Schneider referred to Mr. Shreve’s testimony about teacher pay and the 
fact that there seemed to be no correlation between pay and good teachers.  
Senator Schneider said if there was a shortage of employees in business, to 
increase the number of potential employees, employers had to raise pay or 
improve working conditions.  He noted there was a shortage of teachers 
nationally, and he thought the best potential teachers were passing on the whole 
profession because they could make more money doing something else.  He 
asked Mr. Shreve if he agreed that the lack of pay and good working conditions 
had created a shortage of teachers, thus creating less performance in the 
classroom. 
 
Mr. Shreve addressed the first issue by saying there had been no research 
indicating a direct correlation between teacher preparation and student 
performance.  He thought many people made the assumption that there had to 
be some relationship, but no research supported that.  The issue that a better 
qualified and better prepared teacher would generate better student performance 
had to be dealt with on blind faith.  It was a sticky issue, but no research 
indicated a link; however, it had to be assumed there was some link between 
good teachers and good performance of students. 
 
Mr. Shreve added that he was out of his element in talking about the systems 
some states and localities had instituted.  He felt more experience and research 
were needed on the relationship and what made a good teacher.  Mr. Shreve 
thought the subject was outside the issue of an adequacy study to distribute the 
state’s resources. 
 
Senator Beers referred to the first part of Mr. Shreve’s presentation regarding 
school finance and the bullet point that indicated that over $7,500 was spent per 
pupil on current operations and capital outlay and debt service, then in 
parenthesis, “in 2002 Nevada pupil average was $6,304, placing the state 
number 46.”  Senator Beers said the total expenditures reported by the National 
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Center for Education Statistics for 2003-04 divided by number of students was 
$7,378, which was pretty close to $7,500.  He asked Mr. Shreve to explain 
timeframe for the $7,500.  Mr. Shreve answered that it was 2002, so the number 
would be higher today.  He did not know where the $7,378 ranked today. 
 
Chairman Smith asked Mr. Shreve about the actual use of the contractors.  She 
said there were a limited number of groups that did adequacy studies nationally.  
She also wanted to discuss the costs.  Mr. Shreve had mentioned $200,000 
earlier, and Ms. Smith felt that was a reasonable figure for a group to do multiple 
studies of adequacy in the state. 
 
Mr. Shreve said the numbers varied tremendously across the country, depending 
on the issues raised, what the committee members wanted to include, how 
extensive they wanted to go and how many models they wanted to use.  Using a 
professional judgment panel in Nevada, the committee might need to do multiple 
panels because of the schizoid nature of the urban and rural school districts.  
Mr. Shreve’s guess was that the contractor would charge from $150,000 to 
$500,000 for the study, depending on how thorough the committee wanted to be, 
how many different kinds of models would be used and how many different types 
of variables were included, such as transportation or capital costs.  
 
Chairman Smith said other studies generally did not take into consideration what 
was happening elsewhere or what the funding looked like in surrounding states.  
The committee had the ability, because it was not under a court order, to fashion 
the study the way it wanted it to be commissioned.  Looking at data from other 
states made sense to see how funds were spent and on what.  Ms. Smith 
referred back to the teacher pay issue.  She asked if only successful schools 
were looked at, how could pay be ramped up?  She was not sure how the 
number could be determined if comparisons were not made between what 
happened elsewhere and the variables in attracting and retaining teachers. 
 
Mr. Shreve said the attraction and retention issue was important when talking 
about student performance, but the relationship was unknown.  If teachers were 
in an area where they could go across the state or county border and get a 
different job, that would certainly be an issue.  Mr. Shreve said Nevada was in a 
very unique situation.  The only state he could compare Nevada to was 
Maryland, because Nevada had done this proactively without a lot of pressure 
and had the advantage of having time to determine exactly what studies were 
wanted and what was expected to be included.  Mr. Shreve applauded Nevada 
for being proactive in dealing with the study, because eventually the state, like 
every other state, would be at risk of state and federal lawsuits.  As Nevada 
moved further on standards-based reform and performance expectations were 
ratcheted up, the consequences for failing to meet those performance 
expectations would be ratcheted up alongside of them.  Mr. Shreve thought the 
members should take their time and get what they wanted. 
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Chairman Smith thanked Mr. Shreve for his time and for sharing his information 
with the committee.  She said they would be communicating with him over the 
next several months. 
 
Mr. Shreve referred to a decision that was issued in Kansas in 1991, where the 
judge had done a wonderful job explaining in ten questions what equity was, 
what adequacy was and what the constitutional responsibility of the state was.  It 
was the best single-source background he had read on these issues.  He said 
there was an up side, a down side, a left and a right to adequacy cases.  To 
provide a perspective, he had submitted two different articles to staff.  One was 
by a relatively conservative education journal on adequacy issues, and the other 
was more mainstream, a governing magazine summarizing those issues.  
Mr. Shreve thought the information could be helpful to the members of the 
committee. 
 
Teresa Jordan, School Finance Professor, Department of Educational 
Leadership, University of Nevada Las Vegas, made a brief comment regarding 
Mr. Shreve’s remarks concerning the correlation between teacher salary and low 
student achievement.  She agreed that there was a lack, or a weak, correlation 
between teacher salaries and student performance, but that was, in part, an 
artifact of what was paid.  Teacher pay was based on two primary things: the 
teacher’s educational level and years of experience.  A body of research had 
emerged over the last 20 years that indicated there were other things that could 
be paid that would affect student achievement; she thought that body of research 
should be studied.  If there was concern about teachers’ pay, and teachers’ pay 
would be increased, people would want assurance that the inputs being paid for 
were those inputs that would have an impact on student outcome. 
 
Chairman Smith thanked Ms. Jordan for her testimony. 
 
IV. PRESENTATION ON SCHOOL FINANCE ADEQUACY STUDIES AND 
 THE EFFECT ON THE NEVADA PLAN FOR SCHOOL FINANCE: 
 EQUITY VERSUS ADEQUACY
 
Mr. Atkinson stated if equity was thought of in a simplistic definition, that 
definition would be impartial, just and fair.  Was the distribution of funds to school 
districts done in a fair manner?  Did the districts have the same resources to offer 
students that every other district in the state had to offer?  Mr. Atkinson said the 
committee needed to remember that equity did not necessarily mean equal 
dollars.  There were cost differentials in the various districts. 
 
In Nevada, there was somewhat of a comfort level on the equity side, if for no 
other reason than the litigation and court cases Mr. Shreve had discussed, which 
had not occurred in Nevada.  The wording in A.C.R. 10 quoted Education Week, 
saying Nevada was one of the best on the equity side.  The Nevada Plan had 
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been around since the 1960s, and Nevada had changed a lot since that time, as 
had education.   
 
As a definition of adequacy, Mr. Atkinson used “sufficient to satisfy a requirement 
or meet a need.”  Adequacy was what was needed to do something without 
being in excess for a defined level of quality.  Did schools have the resources 
necessary to meet state and federal expectations?  That was the unknown in 
Nevada and hence this study.  Mr. Atkinson talked about the definition when he 
discussed A.C.R. 10 - educational opportunities in compliance with state and 
federal statutes and regulations, as well as accreditation standards.  When 
talking about equity and adequacy, a system could have equity and not have 
adequacy, it could have adequacy and not have equity, or it could have neither of 
the two, or both.  He said those possibilities could be spelled out in dollars, but 
he thought the concept was understandable.  
 
How was this study going to affect the Nevada Plan?  The adequacy study would 
not deal with the source of funding.  The study would deal with the funding and 
expenditures that would be required to meet an adequate level, which would 
have an impact on the Nevada Plan.  The most likely outcome of the study would 
demonstrate a need for additional funding.  Some of the studies resulted in 
different base levels of funding for education for elementary schools, middle 
schools and high schools.  However, in the current Nevada Plan, a student was a 
student.  The Nevada Plan did not differentiate by grade level except by way of 
categorical funding for the class size reduction program in the elementary 
grades.  This was outside of the basic support guarantee amount.     
 
Mr. Atkinson went on to say that the adequacy study required in 
A.C.R. 10 directed the committee to look at the additional needs and resources 
required by special populations such as limited English proficient, at risk, and 
special education.  In Nevada, the student was counted as a 1.0 FTE.  There 
was some categorical funding outside of basic support that went to those items, 
but it was not part of the formula.  Many of the adequacy studies included some 
factor to add to that FTE count, which would affect how money would be 
distributed in the Nevada Plan.   
 
The legislation specifically called for a study of specific educational programs, 
such as career, technical and vocational programs.  Again, the students in those 
programs were counted as a student.  If there was anything extra in these 
programs, it would be from other funding sources or categorical funding that was 
below the line of the basic support.   
 
As uneasy as it would make everybody, Mr. Atkinson believed there would be 
outcomes from the adequacy study that would note a need to change the 
distribution mechanism in the Nevada Plan. 
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Mr. Atkinson said staff had put together suggestions regarding the processes and 
requirements used for selecting a contractor.  One of those suggestions was that 
the contractor would assist in developing or modifying the funding formula 
regarding the equitable distribution of the funding.  Staff felt the study would have 
enough of an impact on the Nevada Plan that they would like the contractor’s 
help in deciding how the funding distribution should be modified.  Mr. Atkinson 
said Nevada had been comfortable with the funding formula for a long time, but 
the study could point out the need for change. 
 
Chairman Smith thanked Mr. Atkinson and noted that it was her intention at the 
next meeting to have a more in-depth presentation for the committee on the 
Nevada Plan and how the current system of distribution worked. 
  
Chairman Smith called for a break.  She noted that when the members returned 
from break, they would move directly to Agenda Item VII, because she felt the 
committee needed to take that issue up before items V and VI. 
 
(Break 11:47 to 12:29) 
 
Chairman Smith called the meeting back to order and thanked the audience for 
their patience, as there had been some difficulties with the videoconference 
equipment and attendance of the members in Las Vegas was necessary for a 
quorum.   
 
VII. DISCUSSION OF REQUEST TO LEGISLATIVE COMMISSION FOR 
 FUNDING OF CONTRACTOR FOR ADEQUACY 
 
(Chairman Smith took this agenda item out of order.) 
 
Chairman Smith said A.C.R. 10, as passed in the late hours of the 
2005 Legislative Session, was funded with interim funding to provide for staff and 
committee members’ expenses.  The bill required the committee to hire a 
consultant to do the study, but the funding for the consultant was not included.  
She had been working with staff and leadership to identify how the committee 
could do its work and hire a consultant.  It appeared the appropriate path would 
be for the committee to make a request to the Legislative Commission for 
funding. 
 
In discussions with David Shreve about the cost of the study, and in talks with 
consultants knowledgeable about this work and with staff, Chairman Smith said 
she believed it prudent to identify an amount of money that would be available for 
the study.  If that was not done and a request for bids was issued, the bids could 
be twice as much as the committee had to spend.  The tight timeline would not 
allow members the ability to come back and re-bid the proposal.  Based on all of 
these conversations and meetings, Ms. Smith believed the request should be for 
approximately $200,000, which should allow for multiple methods of conducting 
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the study and provide the flexibility to put that amount of money in the bid 
request.  Chairman Smith said she would entertain a motion to move this forward 
to the Legislative Commission asking for the necessary funding to hire a 
consultant. 
 

SENATOR SCHNEIDER MOVED TO REQUEST FUNDING FROM 
THE LEGISLATIVE COMMISSION IN THE AMOUNT OF $225,000 
FOR THE COMMITTEE ON SCHOOL FINANCING ADEQUACY 
TO HIRE A CONSULTANT TO DO THE ADEQUACY STUDY.  
ASSEMBLYMAN PERKINS SECONDED THE MOTION. 
 
THE MOTION CARRIED.  SENATOR BEERS WAS NOT 
PRESENT FOR THE VOTE. 
 

Chairman Smith said funding would be requested at the November 
meeting of the Legislative Commission. 
 
VI. DISCUSSION OF SOLICITATION FOR CONTRACTOR, POTENTIAL 
 VENDORS, AND SELECTION PROCESS FOR CONTRACTOR TO 
 CONDUCT SCHOOL FINANCE ADEQUACY STUDY
 
Chairman Smith said there had been discussion about putting out a bid to a 
select number of contractors, with an estimated amount of $225,000.  The idea of 
multiple studies had been discussed, which would be her recommendation.  The 
discussion with staff and consultants suggested the best approach would be to 
put out the request for proposals with the requirements included in A.C.R. 10 and 
ask the contractors to respond with their recommendation of how the members 
should proceed and submit their bids based on those recommendations.  This 
would allow the contractors to prioritize the requirements in A.C.R. 10 and then 
communicate to the members how best to accomplish the study.  
 
Bob Atkinson, Fiscal Analysis Division, mentioned that the bill specifically said 
the committee would contract with a qualified, independent, nationally recognized 
consultant.  Staff suggested this proposal follow the lead from two studies that 
had been done to evaluate various higher education programs, one in 2003 and 
one in 1999.  In those instances, letters were sent to pre-selected vendors that 
met the criteria of qualified, independent, nationally recognized consultants.  The 
list of those potential vendors could be found in the meeting packet behind 
Tab VI.   
 
The letter would outline the requirements listed in the bill that needed to be 
accomplished in the study, the funding that would be available, and a request for 
guidance from those who were interested in doing the work as to which of those 
items could be accomplished with that amount of money.  The letter might also 
request suggestions for items that could not be completed with that amount of 
money and give notice on ways the committee might prioritize the vendors.  One 
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suggestion was that preference would be given to vendors that used multiple 
studies.  Mr. Atkinson said if the vendors could accommodate the transportation 
and capital construction issues with the amount of funding provided, there might 
be some priority attached to that.  The proposal would include a list of 
requirements such as providing progress reports to the committee.  The RFP 
would ask contractors about their previous experience and background.  
Mr. Atkinson said the committee would include this information in a letter with a 
short timeframe for contractors to respond.  Depending on the number of 
responses returned, staff would prioritize which of those would make oral 
presentations to the committee so a vendor could be selected to conduct the 
study.  The advice received by staff indicated the study would take about six 
months.  A contract would need to be ready in January.  Staff suggested the 
committee proceed according to the timeframe presented. 
 
Chairman Smith reiterated that part of the January meeting would be used to 
publicly interview the vendors, at least the top tier if there were several 
responses.  The list of people who did this type of work was short, and some 
were already engaged in studies in other states, so the committee might not 
receive responses back from everyone.   
 
Assemblyman Perkins thought there was a lot of work for the committee to do 
aside from what would be assigned to a contractor.  The resolution did not say 
that the contractor had to complete the whole study.  He felt the committee could 
do some of it.  As the members looked at adequacy and the constitutional 
obligation of the state to provide for the common schools, how adequacy was 
defined was important for the contractor to consider.  Construction, operation, 
maintenance and transportation might be issues for the committee to address 
while waiting for a contractor to complete the study.  Although Assemblyman 
Perkins thought construction, operation, maintenance and transportation would 
impact adequacy, they were not necessarily peripheral to classroom instruction.  
He thought the members could work with staff, school districts and school boards 
on those issues to gather information while the contractor did his work. 
 
Chairman Smith agreed that the timing gave the committee the perfect 
opportunity to focus its meetings on some of those other issues, such as 
transportation and capital construction costs; most contractors would look at 
those issues in a separate study.  She said it was obvious the contractor would 
not have the funding and time to study all those areas.  Chairman Smith was also 
interested in looking at outside funding sources.  She was not sure what that 
would entail, but thought part of the discussion when looking at education funding 
was finding out where schools were getting funding from besides the government 
and figuring out how much funding that might be.   
 
Assemblyman Perkins added that another issue that might be important for the 
contractor to undertake, assuming it would be part of a normal adequacy 
analysis, was whether the money was being spent in the best way possible.  He 
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asked if there were other aspects that created adequacy that did not cost money.  
Adequacy was not just a financial discussion, but it was a large part of it.  There 
were schools within Nevada that did things differently and better and created a 
different sense of a school for their students.  Assemblyman Perkins wanted to 
make sure the contractor took those things into account.  He said the school that 
came to mind whenever he discussed this amongst his peers was the Andre 
Agassi College Preparatory Academy in Clark County.  He knew there were 
similar success stories throughout the state, and he wanted to make sure the 
contractor looked at the successes within the state. 
 
Chairman Smith thought that was one of the advantages of contracting for 
multiple studies.  If the committee looked at the successful schools model and 
also looked at professional judgment and combined that information, members 
would get to all of those issues and be able to see what was working and what 
was not. 
 
Ray Bacon, Nevada Manufacturers Association, mentioned that Carol Vilardo of 
the Nevada Taxpayers Association had been sending him reports from her 
counterpart in Montana for the last three to four months.  Montana used 
consultant R.C. Wood and Associates for an education funding study.  Mr. Bacon 
did not have any idea where the consultant was from but felt that name should be 
included on the list, because the company had used all four of the methodologies 
and made a comparison.  One of the issues the committee would have to deal 
with, given Nevada’s existing tax structure, was focusing on the rural areas as far 
as what was feasible.  A legislative law could not be passed that said the state 
had to shift the property tax base to school funding without causing problems in 
Esmeralda, Lincoln, Mineral and White Pine Counties.  That was an issue that 
needed to be dealt with.  According to Mr. Bacon, Montana, from reading through 
reports, had many of the same issues that Nevada had to deal with such as an 
inadequate tax base related to federal land ownership.  Montana seemed to be 
second on the list as far as that issue went.  He had no idea who R.C. Wood and 
Associates were, but they had already dealt with those issues.  Mr. Bacon had 
the August/September report in front of him, and it included the R.C. Wood and 
Associates’ report.  He said it looked like the report was just about done, so a lot 
of the information might be transferable, and the timeframe might be good from a 
capacity standpoint.  Mr. Bacon felt the company should be on the list of people 
to touch base with.  (Exhibit D) 
 
Chairman Smith said R.C. Wood and Associates would be added to the list.  She 
thanked Mr. Bacon for his testimony. 
 
Assemblyman Perkins asked staff if R.C. Wood and Associates was a name that 
had come up and was rejected for any reason.  Staff indicated that R.C. Wood 
had not come to their attention until now.  Chairman Smith said that staff was not 
interested in a limited list; they just wanted to make sure they had a complete list 
of people who were nationally involved in this type of study.   
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Chairman Smith said she would feel more comfortable if there was a motion to 
proceed with the request to solicit bids. 
 

SENATOR SCHNEIDER MADE A MOTION TO PROCEED WITH 
SEEKING PROPOSALS TO CONDUCT THE STUDY.  
ASSEMBLYMAN PERKINS SECONDED THE MOTION. 
 
THE MOTION PASSED.  SENATOR BEERS WAS NOT PRESENT 
FOR THE VOTE. 

 
V. PRESENTATION AND DISCUSSION OF PROPOSED TIMELINE FOR 
 COMPLETION OF INTERIM STUDY
 
(Chairman Smith took this agenda item out of order.) 
 
Chairman Smith referred to the fact that there was a tight timeframe to 
accomplish the committee’s work.  She said it was important for the members to 
be ready to move as soon as they had the funding approved so they could 
achieve their goal of having the study completed by late August/early 
September 2006.   
 
Mindy Martini, Program Analyst, Legislative Counsel Bureau, presented the 
timeline for the completion of the study.  The work session document and bill 
draft requests from the committee were due on or before September 1, 2006.  In 
order to meet that timeline, the final report from the consultant would be required 
by August 11, and the committee would hold its work session between 
August 14 and 25.  Understanding that this was a tight timeline, Ms. Martini 
explained how the workload was proposed to be accomplished.   
 
Following the first meeting, it was proposed that staff would complete a draft 
request for information on or before November 4, 2005.  This draft would be 
distributed to selected members of the committee for review.  The review by 
selected members of the committee would be completed by November 14, and 
any revisions to the document would be returned to staff.  At that point, the 
request for information would not be distributed to vendors until funding, if any, 
was approved by the Legislative Commission on November 16.  If funding for the 
study was approved, it was anticipated that the request for information would be 
submitted to all potential vendors by November 17, and any proposals would be 
due by December 16, 2005. 
 
Ms. Martini went on to say that because of the expertise involved in conducting 
such a study, a large number of proposals was not expected.  However, if many 
were received, Chairman Smith would determine if a subcommittee would be 
needed or if staff would review the proposals and select the top four to six 
vendors to make presentations to the committee in January.  If a subcommittee 
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was desired, it was proposed that this group would meet between January 3 and 
January 6, 2006. 
 
The second meeting of the full committee would be scheduled between 
January 9 and January 13, and the committee would receive presentations from 
the vendors.  Each presentation would take approximately one hour – 20 minutes 
for the presentation and 40 minutes for the committee to ask questions of the 
vendors.  Following the presentations, the committee would select the vendor so 
contract negotiations could begin. 
 
Ms. Martini said it was anticipated that a contract for the study could be 
completed by the Legal Division by January 20, and that the contract would be 
signed by all parties by January 27.  This would provide the consultant with over 
six months to complete the study and provide the report to the committee.  Three 
other meetings were scheduled in March, May and July.  At each of those 
meetings, it was proposed that a contractor would attend and provide the 
members with a status of what had been accomplished. 
 
Ms. Martini referred to items listed at the end of the timeline that had been 
discussed for inclusion on some of the agendas for other meetings. 
 
Chairman Smith thanked Ms. Martini for her presentation of the timeline.  
Because there were no objections, Ms. Smith stated that the committee would 
proceed with the timeline as presented. 
 
VIII. DISCUSSION OF DATES AND LOCATIONS OF FUTURE MEETINGS
 
Chairman Smith had asked committee members to give information regarding 
their availability for future meetings.  She stated that she would like all of the 
meetings scheduled right away so they could be put on the calendar of meetings 
and not have any conflicts.  She recommended taking the information that the 
members had provided regarding their best days.  If the members had no 
comments or objections, the meeting schedule would be built according to the 
timeline presented by Mindy Martini.  The January meeting would be held in Las 
Vegas and videoconferenced to Carson City.  Ms. Smith felt it would be easier for 
the contractors to make presentations in Las Vegas.  It would make the travel 
easier, and there were more committee members in Las Vegas.  There would be 
videoconferencing, so members could attend at either location. 
 
Chairman Smith asked if there were comments or requests for specific agenda 
items for future meetings.  If so, members were to advise the staff and Ms. Smith 
so the information could be assembled.  She said staff had provided the tentative 
list and had discussion regarding transportation, construction and a couple of 
other items.  Organizations would be invited to future meetings to make 
presentations and voice their concerns, especially those that were in the 
trenches dealing with finance and education-related issues on a regular basis.  
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Chairman Smith said if there were no objections, a meeting schedule would be 
drafted and provided to the members so they could mark their calendars, as the 
interim schedule was filling up very rapidly. 
Assemblyman Perkins requested that before the next meeting members receive 
a breakdown of expenditures by district, including both the dollar amounts and 
the percentages that they spent on various categories, so they could get a 
snapshot of what was actually going into the classroom and being spent on 
transportation, security and the like.  He asked if staff needed any additional 
direction in putting together the solicitations for the contractors.  Assemblyman 
Perkins wondered if staff was clear as to what the committee was requesting of 
the contractor. 
 
Bob Atkinson responded that staff had the basic thoughts captured for what was 
to be included in the request for information.  He asked if someone from the 
committee wanted to review the proposed draft of an RFI when it was done to 
see if staff had captured the committee’s intent. 
 
Chairman Smith said she would entertain the idea of a Senator and herself 
looking at the requests for information to see if they had a consensus to move 
forward.  She asked if there was a Senator who would like to participate; 
Senator Schneider agreed to participate in reviewing the RFIs. 
 
IX.  INFORMATION ITEMS
 
Chairman Smith said information on research and polling on equity and 
adequacy was included in Tab IX of the meeting packet.  She had recently 
attended a conference where some of this information was referred to, and 
based on the committee members’ discussion, she thought they might find the 
information helpful.  Bob Atkinson noted that Tab IX also included information 
from the Education Commission of the States regarding other adequacy studies 
that had been performed 
 
X. PUBLIC COMMENT
 
There was no public comment. 
 
XI. ADJOURNMENT
 
There being no further business to come before the committee, Chairman Smith 
adjourned the meeting at 12:57 p.m. 
 

 
******** 
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             Respectfully submitted: 
 
 
             _____________________________ 
             Kelly Fisher, Committee Secretary 
 
APPROVED: 
 
 
 
__________________________________ 
Assemblywoman Debbie Smith, Chairman 
 
 
Date:_____________________________ 
 
 
 Copies of the exhibits mentioned in these minutes are on file in  
 the Research Library of the Legislative Counsel Bureau, Carson 
 City, Nevada.  The library may be contacted at (775) 684-6827. 
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